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Farmers in New England’s most densely popu- 
lated counties find they have many advantages 
over farmers in more remote sections. The 
advantages of proximity to markets must be 
balanced against higher operating expenses, 
zoning ordinances and competition for land 
from suburban developments. Farmers in Mid- 
dlesex County, Massachusetts, generally prac- 
tice an intensive type of agricultureand produce 
mostly for consumption within the county or 
nearby Boston. 

Currently, they face two different types of com- 
petition. On the one hand they compete with 
farm products from, more distant lower-cost 
areas and on the other hand they compete with 
suburban factories and housing developments 
for land. This competition is causing shifts in 
production from one crop to another and in 
some cases from one location to another or a 
shift out of production entirely. Adjustments 
are nothing new to the county’s farmers and 
they may be expected to meet this current 
competition successfully. 











MIpDLESEXx County is one of the most densely popu- 
lated counties in Massachusetts. Included in its bound- 
aries are seven cities and 46 towns. At the same time, 
the county is a large producer of agricultural products. 
It ranks among the top 25 counties of the nation in the 
production of nursery and greenhouse products and 
poultry and poultry products. 

Middlesex County farmers have an excellent market 
nearby for their products. Every farm is within 50 
miles of Boston. The proximity of their market enables 
many farmers to develop direct contacts with retail out- 
lets for their products. It also provides farmers with an 
opportunity to perform some of the marketing services. 
Both of these advantages add stability to the agriculture 
of Middlesex County. 

Although farming in a heavily populated area does 
provide nearness to markets and some degree of price 
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stability, it also encounters pressures that farmers in 
more rural areas do not have. The constant expansion 
of suburban areas makes land values high and often 
results in higher tax assessments. Another type of 
competition is the inflow of food products from other 
areas, which has increased markedly in recent years 
with improved refrigerated transportation. 

These two types of competition greatly influence the 
type of agriculture in Middlesex County. The com- 
petition for land for residential use dictates an intensive 
type of agriculture, while competition from other areas 
reduces the profitableness of many of the enterprises. 

Since the days of Paul Revere and John Hancock, 
when the Middlesex farmers went forth to meet the 
challenge of the British, farmers in that county have 

ine met one challenge after 
another. Deeply in- 
grained in the county's 
agriculture is the in- 
fluence of history and 
tradition and the proved 
ability of its farmers to 
make necessary adjust- 
ments to overcome prob- 
lems and meet new com- 
petition. 

Records of early agriculture are scarce but we do 
know that the Middlesex farmers have long sold their 
products on the Boston market. Although roads were 
rough and often impassable before the day of automo- 
biles, it was a common sight to see tradesmen in wagons 
following regular routes, buying butter, eggs, and 
poultry to be sold in the cities. 
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On June 22, 1793, the Massachusetts General Court 
authorized a concern entitled “ Proprietors of the Mid- 
dlesex Canal” to construct a canal from the Merrimac 
River near Lowell to Boston Harbor. When completed 
in 1803, the Middlesex Canal furnished to farmers in 
that part of the county a more rapid and yet inexpen- 
sive source of transportation. 

By 1840, most of the county had railroad service. 
The southwestern part was served by the Worcester 
Railroad, the northeastern section by the Lowell and 
Nashua Railroad, while the Eastern Railroad traversed 
the breadth of the county. 

\ statement in the Fourth Report of the Commis- 
sioner of Agriculture published in 1841 describes the 
county. One of the significant things about the state- 
ment is that it is as true in 1955 as it was in 1841. With- 
out exception it describes the county’s agriculture as it 
exists today. “‘Middlesex is one of the largest and most 
populous counties in the state. . .. The capitol with the 
large towns in its vicinity and the several villages and 
manufacturing towns in the interior afford a ready and 
quick market for all the products of agriculture. This 
condition determines in a great measure the character 
of agriculture of the county — which is confined rather 
to the production of vegetables, fruit, butter, and articles 
that find an immediate sale in the towns, than to prod- 
ucts on a large scale to be sold in great quantities or 
consumed upon the farm.” 

In this same report mention is made of a large num- 
ber of farms which shipped milk to Boston daily. The 
report lists Indian corn, rye, oats, barley, wheat, hops, 
potatoes, beets, carrots, rutabagas, mangel-wurzel 
(cattle beets), and hemp as crops commonly cultivated 
in the county. Fruits such as apples, peaches, and straw- 
berries were also raised in large quantities. 

While most of the produce was consumed locally, 
some garden vegetables, apples, and a major share of the 
hops were loaded on boats docked at the banks of the 
Charles River and exported to the South and to Europe. 


Intensive Use of Land 


Commencing in 1880, census data give some clue to 
the effect of changing conditions and increasing compe- 
tition from other areas. Data recorded during any two 
census years are not strictly comparable, but they do 
reveal a rapid decrease in acreage since 1880 of the more 
extensive type of crops (those which have low labor re- 
quirements per acre) commonly grown in 1841 and an 
increase in the more intensive type of crops (those which 
have high labor requirements per acre). For example, 
corn, wheat, and oats acreages all declined. After the 
turn of the century, hay acreage also declined sub- 
stantially, at first due principally to more intensive use 
of the land. 

Early census data do not provide information on 
truck garden acreages but records of the Massachusetts 
Department of Agriculture show that in the early 
1900’s Middlesex truck gardeners were producing large 
amounts of lettuce, celery, green (sweet) corn, cucum- 
bers, cabbage, tomatoes, and winter squash for nearby 
Boston. Arlington was the center of the lettuce-growing 
industry with large acreages grown in adjacent Belmont 
and Winchester. Not only was lettuce grown in-season, 
but considerable amounts were also raised off-season 


under glass. Edwin P. Conklin in his Middlesex County 

and Its People, published in 1927, stated, ‘“ Nowhere in 

the world is head lettuce produced so systematically and 

successfully in the glass house as in Middlesex County.” 
Principal Products 

Currently, Middlesex farmers’ income results prin- 
cipally from the sale of poultry and poultry products, 
nursery and greenhouse products, dairy products, truck 
crops, apples, and hogs. The 1950 census indicates that 
these six sources yielded about 92.5 per cent of all farm 
income. Poultry accounted for 31 per cent, greenhouse 
products 25 per cent, and dairy products 18 per cent of 
the total. The balance is provided by miscellaneous 
crops such as small fruits, corn, potatoes, and hay. 

Farmers in the county received $7,110,022 in 1949 
from the sale of poultry and poultry products. Because of 
a strong demand from nearby markets for fresh eggs, the 
market-egg business has become an important segment 
of the agriculture of the county. Many poultrymen sell 
directly to consumers or retail stores and thus receive a 
higher price than if they sold them to wholesalers. 

Many of the eggs produced are used for hatching pur- 
poses. No figures are available on the size of the hatch- 
ing business in the county, but several commercial 
hatcheries produce large numbers of baby chicks. 

Middlesex County is one of the nation’s leaders in 
the production of nursery and greenhouse products. In 
the 1950 census of agriculture, this county ranked fifth 
in the nation in the value of such products sold. 

The 1950 census lists 217 establishments in the county 
producing flowers, plants, vegetables, and/or mush- 
rooms under glass with receipts of $1000 or more. Of 
these, 149 were owned by individuals, 46 by partner- 
ships, and 22 were corporations. Their total sales during 
the year were $5.5 million, 79 per cent of which was sold 
at wholesale. 

With the advent of fast, dependable, refrigerated 
transportation, Middlesex truck farmers and green- 
house men faced more intensive competition from vege- 
table growers in other areas, particularly in the South 
and in California. The increased competition caused a 
shift from the production of vegetables under glass to 
the production of flowers and in some cases a shift out 
of business. For instance, we noted earlier that Mid- 
dlesex County was one of the leading hothouse lettuce- 
producing areas in the 1920’s. The 1950 census indicates 
that the production of lettuce under glass in 1949 ac- 
counted for less than ten per cent of the hothouse vege- 
table gross income, and only one per cent of all income 
from greenhouse sales. 

Florists’ crops grown in Middlesex County amount 
to over four million dollars annually, and the sale of 
carnations accounts for 40 per cent of the total. Other 
cut flowers, potted plants, and garden plants make up 
the balance. 

Dairying is generally found in the areas more distant 
from the cities and on land not suitable for more inten- 
sive types of agriculture. A large proportion of the milk 
produced goes to the Greater Boston market as fluid 
milk. Nearness to markets brings substantial savings in 
shipping costs. Census revealed 1,081 farms in 1949 
reporting 11,137 milk cows. Only 625 farms, however, 
reported receipts from the sale of whole milk. 
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CLASSIFICATION OF FARMS 
BY VALUE OF PRODUCT SOLD-1I950 


GB $10,000 and over C— $1,200 to $2,499 
$5,000 to $9,999 C2Z77A $250 to $1,999 
$ 2,500 to $4,999 C— Oto $249 


MIDDLESEX COUNTY 











SOURCE: 1950 Census of Agricu/ture. 


One measure of the significance of agriculture in 
Middlesex County, Massachusetts, is the per- 
centage of farms with cash receipts from farm 
marketings amounting to $10,000 or more. When 
compared to New England and the nation, this 
percentage is substantially larger. This is due 
primarily to the intensive type of agriculture in 
the county, which results in high cash income per 
acre. The percentage of part-time and residential 
farms in the county (those with gross receipts of 
less than $2,000) is about the same as in New 
England and in the nation. 








More hogs and pigs are raised in Middlesex County 
than in any New England state other than Massachu- 
setts. The 1950 census lists 34,887 hogs and pigs on 426 
farms in the county. Most, if not all of these, are raised 
on garbage collected from nearby cities and towns. 

Generally, the municipalities contract with the hog 
raisers to collect and dispose of the garbage. The annual 
cost of such a garbage collection contract varies from 
community to community but averages about $4.60 
per household. Since the enactment of legislation mak- 
ing cooking of garbage before feeding mandatory after 
March 15, 1954, garbage collection contract costs have 
increased somewhat. 

Some communities have built and others are consider- 
ing refuse-disposal plants that burn both trash and 
garbage. However, these installations are expensive to 
construct and maintain. A Boston engineering firm, for 
example, estimates that the construction cost alone of 
an incinerator for a community of 25,000 people would 
be approximately $425,000. In addition to this there 
would be the annual operating and maintenance costs. 
For the cities and towns which can dispose of waste 
paper, tin cans, and other trash, the garbage-fed hog 
industry provides a relatively inexpensive means of 
garbage disposal. 


Markets Localized 

Markets for Middlesex farmers today are much the 
same as they were 100 years ago except that little or 
nothing is exported. Most of the county’s edible produce 
is consumed within its borders and in the adjacent 
metropolitan areas. 

Farm sales outlets are found throughout the county. 
In 1952 the University of Massachusetts compiled a list 
of 54 roadside stands which sell only home-grown prod- 
uce for an estimated total of $800,000 to $1,000,000 
per year. For the most part, these roadside stands are 
located on well-traveled roads where purchases by reg- 
ular customers are supplemented by those of transients. 
However, there are some stands located on the less- 
traveled roads that depend upon their reputations for 
quality products to attract their customers. 

The Massachusetts listing does not include farm 
salesrooms other than roadside stands. Farmers do sell 
a large volume of such products as apples, poultry meat, 
and eggs at the barn or at the kitchen door. 

As the trend to the suburbs and more rural areas con- 
tinues, it brings a larger number of people closer to the 
farms. Many families purchasing homes in the more 
rural suburbs are in income groups that are willing and 
able to pay for quality products. 

Although each family that moves to the suburbs is 
a potential customer of the local farmer, it is also a com- 
petitor for his land. Unfortunately, the most desirable 
building lots are frequently the best farm land. This 
creates problems for the farmer and also takes out of 
production some of the most fertile acres in the county. 

One might eliminate the human element from con- 
sideration of alternative uses for land and, on a purely 
economic basis, state that the farmer has no problem. 
If his land is level and well drained he can sell it as house 
lots for several times what it would bring as farm land. 
He can then take the capital gains realized from sale of 
the land and reinvest in land further away from subur- 
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ban development. He can farm that land until suburban 
development again reaches his locale. This probably 
will not happen more than once in the lifetime of most 
men but when it does occur the farmer usually realizes 
a sizable capital gain. 

When the human element is included, however, there 
are many problems. A man’s farm is his place of busi- 
ness and his home. Many farms in the county have 
been in the family for years. Through careful planning 
and hard work the farm has been made more productive. 
Frequently the farm buildings, the fences, and the 
cleared fields are the results of generations of family 
effort. As a man and his family work and live on a farm, 
it means much more to them than just a source of in- 
come. Here is the human element which causes problems 
when suburban development competes for the land. 

Even though urban growth forces many Middlesex 
farmers to leave their farms, these farmers are in a much 
more favorable position than those who lost their farms 
because of inter-regional competition. Middlesex farm- 
ers in favorable locations realize capital gains due to the 
higher value of land for residential purposes. Those 
whose farms are lost elsewhere because of inter-regional 
competition are fortunate to be debt free when they 
leave the farm. Their regions are spotted with aban- 
doned farms instead of lined with residential streets. 

Suburban development may also affect the farmer in 
several other ways. In addition to the pressure of com- 
petition for land that eventually leads to increased as- 
sessments, farmers in the more heavily populated areas 
must contend with zoning ordinances, board of health 
regulations, and other urban restrictions. In some com- 
munities, piggeries are not allowed; in others, farmers 
must plow manure under within 24 hours after it is 
spread; in still others no chickens may be kept. Zoning 
ordinances in some communities now rule out the use of 
land for agricultural purposes when the property passes 
out of the present farm operator’s ownership. Such 
regulations are often burdensome to the farmer and in 
some cases add to the cost of farm operations. 


Vew Industrial Plants 

In the past ten years, a decentralization of industry 
has been helped by the road building program in the 
country. New and improved roads encourage industry 
to move to the more rural areas and enable more people 
living in the rural areas to work in industry. 

No figures are available that give the exact number 
of industries that have taken advantage of lower land 
costs, plentiful parking areas, and non-congested high- 
ways that suburban and rural Middlesex County offer. 
However, some idea can be gained about the trend just 
by considering the business growth that has developed 
on or near Route 128, the new circumferential highway. 
The 20-mile section of this highway that runs through 
Middlesex County was completed in 1951. Since that 
time 15 businesses have built or plan to build plants on 
or just off this new highway. 

These new roads often decrease the travel time of 
employees in outlying areas so that the effect is to bring 
industries nearer to the rural residents as well as to 
attract the industries to the more rural areas. In some 
instances this eases agricultural problems; in others it 
increases them. For those men who either cannot or do 
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PRINCIPAL PRODUCTS OF 
MIDDLESEX COUNTY AGRICULTURE 


(1949) 
Product Value Product Sold 
Poultry and Poultry Products................... $ 7,110,022 
A SRI A eT OR 2,356,009 
URS Rca aay Pend taiaiosale cbse niacasarate aelaroosi oct 4,175,166 
Turkeys, ducks, geese, etc... ...... 0. cence 578,847 
Nursery and Greenhouse Products............... 5,573,067 
Flowers and flowering plants............... 4,596,182 
PMUPRR NN OES fo. so se u's bnfase 6h 0.sis scee.0.s owes 264,577 
Vegetables grown under glass............. 712,308 
DA RM OONS 6 icisle Seas einen Saas idetwemwasls 4,104,395 
DEINE gos esc Cee ea dae whe ckacoretales 1,792,987 
FREE sis cies bss sede ae adeaesetaeees 970,422 
Denar 2590 0S Sas eats ae cdik ars eae mene 914,222 
Repered in RRL REDS inn d- A ar4:0%4. 64s. Secahorsta 8 wnhacmarans 874,928 
nee ee VOPR T CLES COUT CCT CTE 8,892 
SRMPRRIIRD Fee ooo eos By Eintns iSite NOAM eR cea RaNeeae es 189,159 
All Other... 2.0.0... cece cece eee ners e ees 136,935 
We os he OPE eee aac wea $21,675,229 


Source: U. S. Census of Agriculture — 1950. 











not wish to increase the size of their farm business, em- 
ployment in industry is a logical way to increase income 
while continuing part-time farming operations. 

Evidence that many of the county’s farm residents 
do take advantage of this method of supplementing 
their incomes is in the census data. In 1950 the census 
classified 438 part-time farmers and 768 residential 
farmers. In addition, it listed 493 commercial farmers 
with incomes of less than $2,500, many of whom un- 
doubtedly had some other sources of income. 

Although suburban industries offer employment op- 
portunities to some farmers in the county, they compete 
for the labor supply of others. In a highly industrial 
area, farm labor is expensive and usually scarce. Mid- 
dlesex County is no exception. With the movement of 
industry to the more rural areas continuing and with 
better roads providing quick commuting to these plants, 
it is probable that farmers’ labor problems will become 
more difficult. 

Middlesex County is both a rich industrial area and 
a fine agricultural area. Its basic natural resource is the 
land. Quoting again from Conklin’s Middlesex County 
and Its People, ** ...1t was the land that drew the first 
settlers back in 1630 and it was farming that enabled 
these pioneers to stay here for two centuries before any 
other industry was introduced that supported life and 
gave comforts. The greatest potential wealth of Mid- 
dlesex lies in its land, and this is true in a double sense. 
Not only is the cultivation of the land profitable, and 
promising to become more so, but the beauty and charm 
of the terrain, with the proximity of more than one-half 
of it to Boston, makes every farm a potential rich man’s 
estate or a town lot. Farms that a decade ago were con- 
sidered of but little value are now the finest residential 
sections imaginable. ...”’ 

That statement is as true today as it was 30 years 
ago. It also sums up one of the problems the county 
will continue to face, i.e., competition for its land for 
nonagricultural purposes. In spite of such competition 
and the effects of advancing technology, Middlesex 
County remains one of the leading agricultural counties 
in the nation and her farmers can be expected to con- 
tinue their adjustments to meet changing conditions. 
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THE DEFENSE PROGRAM AND NEW ENGLAND: 


Research tor Defense 


THE INTEREST of the armed forces in both basic and 
applied research has brought to New England many 
contracts for important research work. The three service 
departments, Air Force, Army, and Navy, share about 
equally in the $2.6 billion of funds for research and de- 
velopment shown in the current fiscal year federal budg- 
et. It is impossible to determine how much of that sum 
will be received by New England research organiza- 
tions. Nevertheless, some picture of New England’s 
contributions can be pieced together from the pub- 
lished information about individual programs. 

Most research for defense is carried on under con- 
tracts developed by the service branches, such as the 
Office of Naval Research or the Office of Ordnance Re- 
search. Virtually all basic research is accomplished 
under such arrangements. Basic or fundamental re- 
search is directed toward no specific end product except 
the increase of knowledge concerning the subject of re- 
search. Applied research on the other hand is directed 
toward improvement in specific commodities, in weapon 
design, and the like. Each of the service branches has 
special interests in both basic and applied research, and 
both types have found acceptance among New England's 
technicians. 


Defense Funds Support Research 


Since its opening in October, 1954, the Quartermaster 
Research and Development Center at Natick, Massa- 
chusetts, has awarded 23 research contracts to New 
England individuals and research agencies. The Corps 
has committed nearly $600,000 under these contracts 
which total nearly ten per cent of those placed with all 
U. S. agencies since July 1, 1953. These contracts are in 
addition to the research activities carried on at the 
center. 

The Boston Ordnance District Research and De- 
velopment Branch estimates its 1954 payments at 
more than six million dollars to New England research 
firms and institutions. At the end of the year the Branch 
maintained 160 such contracts worth $18 million dol- 
lars. Comparable data for the United States were $220 
millions of contracts under which $175 million was paid 
out in 1954. About 400 research contracts averaging 
$10,000 in value have been negotiated with 126 uni- 
versities and colleges in 40 states. Among the New Eng- 
land institutions engaged in this program, Massachusetts 
Institute of Technology received sixteen contracts, 
Brown University received six, Harvard four, while 
Boston University, Tufts College, and the Universities 
of New Hampshire and Rhode Island received two each. 
The remainder were with Boston College, Clark Univer- 
sity, Holy Cross College, and the University of Maine. 

The Air Force supports research in New England 
through several different agencies. On June 30, 1954, 
the Air Force Cambridge Research Center maintained 
with New England agencies 70 research contracts 
valued at more than $60 million. In addition, a small 
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research project on effects of Arctic weather on types of 
building construction was being carried on in Boston 
by the Army Corps of Engineers for the Air Materiel 
Command. While the project employed only 45 per- 
sons and spent less than $350,000 in 1954, it is one of 
but two such establishments in the United States. 
Another unique project is the Lincoln Laboratory near 
Bedford, Massachusetts, a multimillion dollar research 
project on the air defense of North America, operated 
by Massachusetts Institute of Technology for the 
Army, Navy, and Air Force. 

In addition to several projects of applied research 
carried on by service personnel, the Navy through its 
Office of Naval Research contracts for a large quantity 
of basic research in its First (Boston) District. The 
First District includes all of New England except Con- 
necticut. Of some 1,500 Office of Naval Research con- 
tracts in the United States providing for about $20 mil- 
lion per year in payments to contractors, 180 are with 
New England agencies — principally colleges and uni- 
versities. The New England contracts account for 
about six million dollars of payments annually. 





Types of Research 

Armed forces research, in addition to being either 
fundamental or applied, varies from one service to 
another. Research for the Quartermaster Corps is con- 
cerned with the adaptation of troops and equipment 
and the maintenance of both under a variety of en- 
vironmental conditions. This involves problems rang- 
ing from fit of clothing to psychological adjustment. 
At the Natick center, functions are suggested by di- 
vision titles: Chemicals and Plastics, Environmental 
Protection, Mechanical Engineering, Textile, Clothing 
and Footwear, Dispensing and Handling Equipment, 
and Pioneer Research. Examples are the development 
of an eight-pound armored vest that protects the mod- 
ern soldier. The use of ultra-sonic waves for dishwash- 
ing and soil removal is being perfected, and studies in 
service equipment are carried forward. 

Some of the contract research program of the Office 
of Naval Research is done by the Woods Hole Oceano- 
graphic Institution where a new building was dedicated 
by the Navy June 16, 1954. Nuclear science, electronics, 
and other laboratories at Harvard and Massachusetts 
Institute of Technology also carry on contract research 
for the armed forces. Some of the projects operate under 
contracts jointly with Navy and Army or the Atomic 
Energy Commission. Some large Navy contracts for 
basic research are with Brown University where projects 
in both chemistry and physics are going forward. 

In these many ways New England’s scientific re- 
sources are being utilized by the armed forces to improve 
our nation’s defenses. At the same time, these labora- 
tories are training scientists and developing new prod- 
ucts and processes, all of which may play an important 
role in New England’s industrial future. 
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Earnings and Expenses, N. 


DESPITE some lessening in business activity during 
1954, New England member banks reported moderate 
gains in assets, deposits, and volume of business. Con- 
tinued expansion in some parts of the region eased the 
adjustment in others. Although total earnings were 
larger, a rise in expenses absorbed the increase and net 
current earnings were little changed. Net profits, how- 
ever, aggregated $44.3 million — some five per cent 
more than those reported in 1953. The improvement in 
net profits during 1954 resulted largely from profits on 
sales of securities. 

The rate of gain in net profits was practically the 
same at Boston as at the banks outside and increases 
in profits were generally well distributed through size 
groups. Earnings and expense patterns at most banks 
were closely similar as were transactions on noncurrent 
account. Net profits on an annual basis were 6.8 per 
cent of capital accounts, a new postwar high. 

Total operating earnings rose to $241 million — some 
three per cent higher than 1953. The rate of increase 
was about the same at Boston and outside banks. At 
the Boston banks most sources of earnings showed small 
increases and there were no significant changes in pro- 
portions. Earnings from interest on loans were main- 
tained despite moderately lower average outstandings 
during a part of the year and the reduced prime rate on 
commercial loans. These banks expanded lending ac- 
tivities which afforded higher rates. There was also a 
lag in the effect of rate changes on commercial loans. 
Outside the city, banks reported a five per cent improve- 
ment in earnings on loans which more than offset a de- 
crease in earnings on U.S. securities. The country banks 
sold U.S. securities to maintain and increase loan vol- 
ume as well as to meet deposit losses to money centers. 
Both groups of banks tended to lengthen maturities 
to compensate for lowered yields. Earnings on other 
securities changed little. Earnings from fees, commis- 
sions, and service charges again showed relatively 
greater gains than other income sources. 





MEMBER BANKS EARNINGS, EXPENSES AND PROFITS 








(A ts in Th ds of Dollars) 
_ _ Boston — Other First District Banks 
% Change % Change 
Year 1954 from Year 1954 from 
Year Ago Year Ago 
Eamings............. $84,098 + 3.4 $156,810 + 3.0 
Interest received on 
bonds and stocks.... 17,119 + 23 38,123  — 4.4 
Interest received on 
discounts and loans 45,772 + 1.0 87,585 | + 4.8 
Service charges on 
deposit accounts 2.749 +19.1 11,627 + 9.4 
Trust department...... 9,736 +14.4 9,747 + 8.1 
All other income... . | 8,722 | + 28 9,728 + 6.5 
Expenses..............| 47,477 | + 5.0 105,473 | + 5.4 
Salaries and wages...| 26,451 + 6.0 53,120 + 6.3 
Interest paid on time | | 
deposits.......... 1,664 | + 1 | 14,590 + 1.8 
All other expenses...... 19,362 | + 4.0 | 37,763 | + 5.8 
Net current earnings. ... .| 36,621 + 1.4 | 51,340 | — 1.7 
| 
Net current transactions..| —2,326 | —33.4 | -—3,848 | —55.8 
Profits before income | 34,295 + 5.2 | 47,4992 + 9.1 
Taxes on income........| 16,334 | + 5.0 | 91,137 _| +19.4_ 
Net profits............ } 17,961 | + 5.3 26,355 | + 6.7 
- ae | | | | 
Cash dividend on | 
common stock | 11,195 | +93 | 13,099 | + 75 
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E. Member Banks — 1954 


Current operating expenses continued to rise and 
aggregated $153 million — about five per cent higher 
than in 1953. In Boston as well as at banks outside the 
city, the principal increases continued to be larger out- 
lays for salary and other staff expenses. Other expenses 
also increased, reflecting higher costs of occupancy and 
maintenance of banking quarters, and at many banks 
greater activity of unit volume and transactions. 

In contrast to 1953, expenses rose more rapidly than 
total earnings at banks outside Boston and a smaller 
proportion of net current earnings was retained than 
last year. At Boston banks the increase in total earnings 
exceeded the rise in expenses by a small margin. Net 
current earnings for all district banks amounted to 
$88 million — virtually unchanged from the amount 
reported last year. 

For the first time in several years, district banks 
generally experienced capital gains on security trans- 
actions. Many banks took advantage of the favorable 
security markets and made shifts in portfolios to re- 
arrange patterns of maturities and improve income. In 
the course of these transactions, profits were realized. 
A portion of these profits was used to bolster reserves 
for future losses on securities. Net losses and charge- 
offs on loans and transfers to valuation reserves were 
heavier during 1953. A number of banks made substan- 
tial additions to tax deductible reserves against future 
possible losses on loans. Under the more liberal formula 
of the Treasury Department effective in April, 1954, 
the ceiling on reserves was increased. Noncurrent trans- 
actions as a whole resulted in a more moderate charge 
against net current earnings. 

Profits before taxes increased at both Boston and 
outside banks. Boston banks’ profits before taxes in- 
creased about five per cent and amounted to $34 mil- 
lion. At the outside banks profits increased nine per 
cent, reaching $47 million. 

The improved profits resulted in a rise in income tax 
liability. In Boston taxes on income rose seven per 
cent — substantially less than last year. At the out- 
side banks an increase of 14 per cent was reported — 
little changed from 1953. 

Cash dividends were again increased but remained 
conservative. Some banks raised their regular rates and 
others declared extra dividends at the year end. In 
Boston dividends paid were 4.3 per cent of total capital 
and at the banks outside 3.4 per cent. The balance of 
net profits — $20 million (45 per cent) — was carried 
to capital accounts. 


Changes in Earnings Assets 


For the third successive year, the total loan volume 
of district banks reached new peaks. Commercial loans 
supplied funds to meet short-term needs for seasonal 
and other working capital needs as well as term loans 
to finance expansion of production and distribution 
facilities. Residential and commercial building activity 
was strong and construction by state and local govern- 
ments held the rising trend. New England banks also 
made a substantial volume of loans to consumers to 
finance a range of instalment purchases. On a year-to- 
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year basis, increases were reported in most groups of 
loans but demand for commercial and consumer loans 
was more moderate than in 1952 or 1953. 

Commercial Loans — There were many variations 
in the credit needs of district banks’ customers. Com- 
panies in the metals and metal products business re- 
duced their loans as a result of the decline in produc- 
tion which was heavily concentrated in the durable- 
goods industries. Sales finance companies and public 
utilities were heavy but irregular borrowers and at 
times repaid loans with proceeds of security sales. Tex- 
tile and leather manufacturers borrowed moderately 
more than in other recent periods but toward the end 
of the year made net repayments. 

The credit needs of customers in several industries, 
such as food and tobacco, and retail trade followed the 
usual seasonal pattern — declining in the first half and 
expanding in the second half year. 

Real Estate Loans — Mortgage acquisitions of the 
region’s banks reflected the high volume of building 
activity and rose steadily throughout the year. Fed- 
erally underwritten residential mortgages increased 
markedly and represented a larger proportion of total 
residential lending than in 1953. Increases were also 
reported in mortgages on commercial properties. 

Consumer Loans — Extensions of instalment credit 
to consumers increased moderately during the summer 
and fall from the reduced level last spring. Repayments 
did not increase and the volume of instalment debt out- 
standing rose moderately. Loans to purchase auto- 
mobiles again accounted for most of the increase. Sales 
credit for other goods showed little change. 

Security Loans — Although relatively small in 
amount, loans for the purpose of financing security 
purchases increased in volume in the last half of the 
year — particularly in Boston. The increase reflected 
the active stock market and the accelerated rate of 
purchases during the last quarter. 

Investments — Boston banks increased their hold- 
ings of investment securities about five per cent through 
additions to holdings of U. S. securities and obligations 
of state and local governments. Holdings of corporate 
securities were reduced. Outside Boston, total holdings 
of investment securities were practically unchanged. 
Holdings of state and municipal securities increased 
about 16 per cent and offsetting reductions were made 
in U.S. securities and corporate bonds. In general banks 
experienced a decline in earnings’ rates as maturing 
securities were reinvested, and new funds were in- 
vested at the lower yields prevailing in the markets. 


Developments in Credit Policy 


Economic activity in New England in 1954 was higher 
than in any year except 1953. As in the nation, however, 
manufacturing activity in the region, which a year ago 
had been declining from the peak reached in 1953, 
leveled off in the late spring and advanced somewhat 
in the closing months of the year. Other sectors of the 
economy remained relatively stable and some exhibited 
rising trends, thus easing the general adjustment in 
over-all activity. Federal Reserve System policy was 
adapted to meet the change in general business activ- 
ity. Easing actions begun in mid-1953 were carried out 
through most of 1954 and commercial banks were pro- 
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MEMBER BANK STATEMENT OF CONDITIONS 











(A ts in Th ds of Dollars) 
Boston Other First District Banks 
% Change % Change 
| Dee. 31, from Dec. 31, om 
| 1954 Dec. 31, 1954 Dec. 31, 
: isi oe es 1953 | 1953 
Total Assets.......... $2,866,787 + 4.7 | $4,924,831; + 23 
Total reserves, cash 
and balances. . $ 664629 — 1.0 $ 968,263) — 5.0 
Total investments .| $ 956,994 + 5.1 | $2,059,997) + 1.2 
U. S. securities. . 815,296 + 6.1 1,645,615; — .4 
Other securities. . 141,768 * 414,312) + 82 
Total loans and 
discounts .-| $1,181,446 + 7.2 | $1,819,172) + 7.6 
Commercial and 
industrial loans ... 770,123 + 8.7 677,682; + 6.5 
Real estate loans... .| 162,306 +292.1 541,092' + 6.7 
ther loans to indi- | 
viduals....... 4 193,218 — 1.3 528,316 + 9.1 
All other loans 83,320 — 7.0 100,625) +13.6 
Reserve for bad 
debt losses, etc... .| 27,501 +14.6 28,543) +14.7 
All other assets... ... $ 63,698 +196 |$ 17,469 +10.8 
Total Liabilities and 
apital Accounts. .| $2,866,787 + 4.7 | $4,924,831) + 23 
Liabilities. . ...| $2,608,982 + 49 $4,532,625| + £6. 
Demand deposits... .| $2,317,668 + 3.1 | $3,305,920) + 1.9 
Time deposits... . 217,404 +26.8 1,170,667, + 22 
All other liabilities 73,910 +11.6 56,038} + 8.1 
Capital Accounts $ 257,805 + 26 | $ 392,206) + 5.4 





* = Less than .05%. 





vided with large amounts of reserves for credit expansion. 

Purchases of U. S. securities by the System open 
market account during the first half of the year were 
supported by reductions in discount rates at the Re- 
serve banks first in February and again in the early 
spring. Reserve requirements were reduced in June to 
promote further bank credit expansion and provide 
funds to meet seasonal private needs later in the year 
as well as to aid in Treasury financing. Subsequently, 
open market operations were conducted to absorb re- 
serves not immediately needed and to release them 
later as need arose. In contrast to the spring of 1953, 
when borrowings by member banks from Reserve banks 
were substantially larger than excess reserves, member 
banks borrowed little during 1954 and comfortable 
excess reserve positions were characteristic. 

Easier money prevailed in the market until late in 
the year when some tightening became evident as the 
Reserve System modified the degree of ease in policy. 
After the turn of the year, free reserves dropped to an 
average level of $365 million for January — about $100 
million below the December average and $350 million 
below the average of the preceding six months. Policy 
was directed to prevent any marked easing of the mar- 
ket which would otherwise have resulted from seasonal 
influences. Yields on Treasury bills were firmer in De- 
cember and the firmness continued during most of 
January. Interest rates on short-term open market 
commercial paper rose 4 on January 12 and another 1 
on January 17, bringing the range to 114-1%%. The rate 
on bankers’ acceptances rose ¥g to 134 on January 13. 

Toward the end of the year it became evident that 
increased stock purchases seemed to be motivated to a 
greater extent by speculative considerations. The rate 
of credit used by the market also underwent rapid 
change. As a result, the Board of Governors raised mar- 
gin requirements from 50 to 60 per cent on January 4. 
This action served as a warning concerning the use of 
credit and supplemented other policy actions, 
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Business Conditions 
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In December the adjusted index of industrial produc- 
tion reached a high for the year of 130, climbing from 
a midsummer low of 123. Durables were two per cent 
above the year-earlier level, while mine | 

up six per cent. 


es were 


Seasonally adjusted sales at New England department 
stores in December were three per cent above the level 
of a year ago. Stocks in that month were more than four 
per cent above the level of last year, but the average 
for 1954 was only slightly above that of 1953. 
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New England nonagricultural employment rose sea- 
seasonally in December. The December total, however, 
was still two per cent below the level of a year earlier, 
and the average employment level for the year 1954 
was about three per cent below that of 1953. 


The value of N. E. construction awards in 1954 totaled 
more than $1.4 billion, 27 per cent above that for 1953. 
Residential building was up 11 per cent. Other con- 
struction, including nonresidential building, public 
works, and utilities, was 45 per cent above 1953. 
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Seasonal slowdowns caused insured unemploy ment in 
New England to rise seven per cent between November 
and December, after dropping 32 per cent from the 
May peak. Initial claims rose 14 per cent in December. 


New car sales in Massachusetts reached a record high 
for December after the release of new models in No- 
vember. Registrations totaled more than 40 per cent 
above the number in December of 1952 or 1953. Sales 
for 1954 fell only 1.5 per cent behind the 1953 total. 














